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EXECUTIVE SUMMARY

Overissuances occur when food stamps are provided to ineligible households or when
eligible households receive food stamp allotments that are greater than the amount allowed under
program regulations. When an agency determines that a household has received food stamps to
which it is not entitled, the state is mandated by law and regulation to establish a claim against
the overissuance from the household. Within the constraints of law and regulations, states have
. considerable discretion in operating and administering the claims collection process.

This report describes exemplary approaches used by states in two areas of claims collection
management: (1) systems for sorting or reporting case actions based on the chronological age
of the claim or overissuance. These "aging” systems help manage caseloads of uncollected claims
that may be eligible for suspension and termination; and (2) how cases that are reclassified from
Inadvertent Household Error (IHE) to fraud are tracked and accounted for so that the agencies
can collect the enhanced funding provided by FNS for the pursuit of fraud.

The five state food stamp agencies (FSAs) selected for study had noteworthy systems or
procedures for addressing one or both of those issues and evidenced above-average efficiency in
establishing and collecting on claims, according to FSPOS census and survey data and FNS
administrative data. The following sections briefly describe the two management issues and the
principal findings of the on-site assessments of those issues in the five FSAs.

AGING SYSTEM ROLES IN SUSPENDING AND TERMINATING CLAIMS

The ability to age overissuances and claims is important for several reasons: it facilitates
evaluating the timeliness with which the required actions of each stage of the claims process are
completed; it is useful as a method for determining when some type of "prompting” may be
necessary for cases pending at the various stages of the process; and, to the extent that time
requirements are built into the various stages of the claims process (e.g., a claim must be held in
suspension for three years prior to termination), a system for aging claims facilitates executing
those stages efficiently, and thus may contribute to effectively reducing backlogs of overissuances
and claims.

According to federal regulations, a claim for which collection actions have been initiated
and the required number of demand letters have been sent can be suspended (that is, placed in
an inactive status) when the household cannot be located or the cost of further collection action
is likely to exceed the amount that can be recovered. Further, a claim can be terminated (that
is, removed from the books, discontinuing further action) after it has been held in suspension for
three years and has been determined to be uncollectible. Thus, a system that reports on the age
of a suspended claim can support the decision to terminate a claim for which collections are
unlikely, or, in states that do not terminate claims, to monitor the continued pursuit of collections.

Respondents in three state FSAs whose aging systems were studied indicate that:

* Automated aging systems are useful tools for facilitating the timely
execution of claims activities.



* Automated aging features that support suspension and termination
activities include: distinction among the different classifications of fraud
and nonfraud claims; generation of demand letters, billing notices, and
reports that vary according to classification and payment history; and
monitoring of delinquent claims as alternate collection activities are
pursued.

*  Aging systems are not the only factors in effective management of
delinquent claims. A high level of across-agency cooperation is also
critical to effective management of delinquent claims.

*  Because each of the automated systems is relatively new, each is also in
flux; as new issues arise (e.g., collecting on more than one claim per
household), the systems are modified to meet the new needs.

PROCEDURES FOR TRACKING RECLASSIFIED CLAIMS

Once a claim is classified as suspected fraud, the state must pursue collection on an
overissuance as an IHE before it establishes fraud, unless the state requests a waiver from FNS
that such collections would prejudice the fraud determination process. In pursuing collections
as an [HE, the state is required to document the procedures and to account for and report on
the collections as the claim moves between nonfraud and fraud classifications.

Because FNS offers differing financial incentives to states for collecting on fraud and
nonfraud claims, accurate accounting for and reporting on claims by classification is critical to
determining a state’s correct share of claims collections.

Respondents in the four state FSAs studied indicate that:

* Automation is an important component of effective claims case
management, whether the state reclassifies all, some, or none of the cases
of suspected fraud.

*  Features that support reclassification include: distinction of and
reporting on cases that are pending fraud determination;
transfer/reconciling of accounts following establishment; and integrated
claims and accounting systems.

*  While all four systems generate most or all of the data needed to prepare
the quarterly FNS-209 reports, only one system generates the report
itself. Because some states operate on fiscal year schedules that are
different from the federal government’s, this partially manual process is
not judged to be a system deficit.

*  Good inter-office communication is equally important in effective claims
management. Such cooperation is especially critical for reclassified
claims which may fall under the jurisdiction of several agency units (or
even outside the agency’s jurisdiction).



*  System support for reclassified claims does not always meet the needs of
agency staff. For example, systems often generate more reports than are
useful, and design modifications are sometimes required.

SUMMARY

The study results illustrate that automated systems that age and monitor claims and claims
payment histories--for nonfraud, fraud, and reclassified claims—-are critical case management tools.

For example, system-generated reports (by claim category or status) provide overviews of
case actions taken, and prompt needed worker intervention. Letter and notice generation ensure
the timely delivery of important claims information to food stamp clients. Regular matches of
claims households against active food stamp caseloads result in initiation of recoupment activities.
Systems are also often programmed to monitor more than one claim per houschold. Accuracy
of claims data in FNS-209 reports is increased by features such as automatic transfer and
reconciling of reclassified claims accounts, limited worker intervention, and integrated claims and
accounting systems.

In addition, in those states that suspend and terminate claims according to established
federal or state guidglines, the automated systems facilitate executing those actions efficiently, by
either routine suspension and termination or generation of lists of cases eligible for suspension
or termination. Where state law may preclude claims suspension and termination, systems may
also continue to monitor and process delinquent claims, and to match those claims files against
state income tax records, in order to collect on delinquent claims through state income tax
intercepts.

While most state FSA staff credit their automated systems with increased efficiency,
accuracy, and collections of claims, some staff acknowledge that experience with the systems has
exposed design limitations; system modifications are being developed to handle the new issues and
needs. For example, automatic termination of claims is not always desired, particularly for cases
being held in suspense while a second claim against the same household is in a repayment status.
One state studied alleviated that dilemma by programming a "temporarily inactive” status flexibility
into their system. In addition, because the automated systems often generate more reports than
agency staff believe are necessary or helpful, report content and quantity are being streamlined
as well.

Further, the automated systems often cannot keep track of certain claims processing or
payment activity. Cases being pursued for prosecution, for example, may be outside the
jurisdiction of the state or county FSA; some claims may linger unprosecuted until the statutes
of limitations expire. Court-ordered restitutions may be difficult to track as well. For those
difficult-to-track cases, and for all claims cases in general, good intra- and inter-agency
communication may be equally important to effective case management as are automated systems.



I. INTRODUCTION

Overissuances occur when food stamps are provided to ineligible households or when
eligible households receive food stamp allotments that are greater than the amount allowed under
program regulations. When an agency determines that a household has received food stamps to
which it is not entitled, the state is mandated by law and regulatiohs to establish a claim against
and to collect the overissuance from that household. Within the constraints of the law and
regulations, states have considerable discretion in how they operate and administer the claims
collection process. However, little systematic information exists on the policies and procedures
adopted by states and local agencies, or on the effectiveness of agencies at collecting claims.

Accordingly, the Food and Nutrition Service (FNS) of the U.S. Department of Agriculture
has sponsored research to learn more about the claims collection operations of the Food Stamp
Program (FSP). Claims collection is one of six general topics covered in a study of FSP
operations being conducted by Mathematica Policy Research, Inc., and its subcontractors, Abt
Associates, Inc., and the Urban Institute.

The first phase of the study, conducted in 1986, entailed interviews with state-level food
stamp personnel in the 50 states, plus the District of Columbia, Guam, and the Virgin Islands.
The data collected in the census of state agencies were used to prepare preliminary descriptive
profiles of the states’ claims collection processes.

The second phase of the study, also conducted in 1986, a survey of a national sample of
187 local food stamp agencies (FSAs), focused on claims collection operations within local offices.
Because responsibility for claims collection activities may be delegated completely or partially to
local, regional, or state agencies, or to combinations of these offices, the survey data were

collected to enhance and complete the census-based descriptive profiles of food stamp operations



in all the states. In addition, the survey data were used to develop a nationally representative
picture of claims collection processes.

In the third phase of the study, conducted in 1988 and 1989, sclected state FSAs were
interviewed by telephone, and a smaller number of those state FSAs were chosen for intensive
assessments of specific claims collection operations.

This report describes components of selected state claims collection operations and their
impact on two management issues of interest to the Food and Nutrition Service (FNS): (1) how
systems for "aging" claims are used as tools for managing uncollected claims that may be eligible
for suspension and termination, thereby effectively reducing the backlog of uncollected claims at
the state level; and (2) how cases that are reclassified from inadvertent household error to fraud
are tracked and accounted for, so that the agencies can receive the enhanced funding provided
by FNS for pursuing fraud.

Five states were selected for intensive assessment from among 20 state Food Stamp
Agencies (FSAs) that, as indicated by FSPOS census and survey data and through telephone and
in-person discussions with the staff of those 20 state FSAs, had noteworthy systems or procedures

! The five states selected for intensive assessment

for addressing one or both of these issues.
were Arkansas, Missouri, Nevada, West Virginia, and New Mexico.

Chapter II of this report summarizes telephone and in-person data on the first of the two
management issues described above--system features that sort and report on claims (particularly
suspended claims) according to their chronological ages. Chapter III summarizes information on

the second issue--the procedures used to track and account for suspected fraud cases that have

been reclassified as inadvertent household error to collect claims prior to establishing fraud.

The 20 preliminary states included Arizona, Arkansas, Colorado, Florida, Georgia, Kansas,
Louisiana, Missouri, Montana, Nebraska, Nevada, New Jersey, New Mexico, North Carolina, Oregon,
Pennsylvania, South Carolina, South Dakota, Tennessce, and West Virginia. The District of
Columbia was selected as well; however, FSA reorganizations precluded DC agency staff from
participating in this study.



Chapter IV presents concluding remarks on the state systems and procedures that appear to be
particularly effective at managing the claims suspension/termination and reclassification process.
(Appendix A contains the full descriptions of the systems and procedures of the five states
selected for intensive assessment, based on the in-person interviews with state agency staff.
Appendix B contains similar descriptions of the 20 state systems and procedures, based on
telephone interviews with state agency staff. Appendix C presents census and survey data on the
features of the aging systems and reclassification used by the entire sample of state and local

FSAs from which the preliminary 20-state sample was drawn.)






I. CLAIMS AGING SYSTEMS FOR
SUSPENDING AND TERMINATING CLAIMS

In this chapter, we first present background information on the role of aging systems in
the managing claims activities, particularly suspensions and terminations of delinquent claims. We
then discuss the method used to identify the 20 state agencies which were interviewed by
telephone on this issue, and the results of the telephone interviews. Finally, we describe the
methods used to identify the three state agencies interviewed in the follow-up site visits, and a

summary of the information obtained during those site visits.

A. BACKGROUND

One of the methods that may be used to monitor the progress of individual cases through
the claims process is a system for sorting or reporting case actions based on the chronological age
of the overissuances and claims--that is, systems for "aging" overissuances and claims. The ability
to age overissuances and claims is important for several reasons: (1) it may facilitate evaluating
the timeliness with which the required actions at each stage of the claims process are completed,;
(2) it may be useful as a method for determining whether some type of "prompting" may be
nccessary for moving cases through the various stages of the claims process; and (3) to the extent
that time requirements are built into the various stages of the claims process (e.g., a claim must
be held in suspension for three years prior to its termination), a system for aging claims may
facilitate executing those stages efficiently, and thus may help effectively reduce backlogs of
overissuances and claims to be processed.

According to federal regulations, a delinquent claim for which collection actions have been

initiated, the required number of demand letters have been sent, for which payments have not



been received, can be suspended (that is, placed in an inactive status) when the household cannot
be located or the cost of further collection action is likely to exceed the amount to be recovered.

Federal guidelines stipulate that delinquent claims can be terminated (that is, removed
from the books, discontinuing further action) after they have been held in suspension for three
years and have been determined to be uncollectible. A system that reports on the age of a
suspended claim can be an important component of the process for terminating claims for which
collections are unlikely. It should be noted, however, that clearing the books of uncollected
claims by routinely suspending and terminating them does not necessarily imply that the
suspension/ termination component of a state’s claims collection operation is more effective than
the claims collection operations of other states which continue to pursue collection beyond the
required three years. Routine or automatic suspension and termination may reduce a backlog
of uncollected claims at the expense of the amount of debt that is collected. (Some states are
precluded from routinely suspending and terminating claims based on their age, and thus may
frequently have backlogs of uncollected claims. These states cite legal issues and the potential
of additional collections as the primary reasons for keeping a suspended claim on the books
beyond the required three years.)

Given the administrative and FSPOS census/survey information available to us on the
extent to which aging systems are used as a tool for managing caseloads of uncollected claims, we
defined the following objectives for this component of the study: (1) to gather information on
states that have automated systems for aging claims; (2) to determine the role of those automated
systems in the suspension and termination of uncollected claims; (3) to explore the perceptions
of state officials about the effectiveness of continuing to pursue collections, for those states which

do not routinely suspend or terminate claims according to federal guidelines; and (4) to identify



and describe aging systems that may be considered exemplary in managing caseloads of

uncollected claims.

B.  CLASSIFICATION OF AGING SYSTEMS

In order to identify potentially exemplary aging systems, we first determined which of the
20 state agencies in our sample had automated aging systems. Of those that did, we further
identified two types of state agencies: (1) those whose systems influence the routine suspension/
termination of claims, thereby reducing the state’s backlog of uncollected claims; and (2) those
that do not routinely suspend/terminate claims. As discussed in the previous section, this latter
group is important since the continued pursuit of claims should, if effective, generate additional
collections on outstanding debts. Thus, for these states, a tradeoff exists between the size of the
backlog of outstanding claims and the potential for future collections. For both types of agencies,
policies and procedures for aging claims and reducing backlogs of uncollected claims were

examined.

C. THE RESULTS OF THE TELEPHONE INTERVIEWS

The extent to which time requirements are programmed into an automated claims system
for different stages of the claims process--particularly suspensions and terminations--may facilitate
executing claims activities to collect uncollected claims, thereby helping reduce backlogs of
uncollected claims. The following section briefly describes the features of the automated claims
systems in the 20 state agencies, system support for routine suspension and termination activities,
procedures for non-routine suspension and termination, and the respondents’ assessments of the
usefulness of the aging systems in managing their caseloads of uncollected claims.

Table 1 summarizes the telephone interview data from the 20 state agencies in our sample

on the existence of aging systems and policies on suspension and termination.



TABLE 1

SUMMARY OF AGING SYSTEM FEATURES AND SUSPENSIGI‘TEMINATIM POLICIES,
FROM TELEPHONE INTERVIEWS, 198!

“F1 SUSPENTION And TeTNYNSCYON PUTTCTES
Generates Delinquency and 81114 State Tminam Suspcnded Claimg Are Rl«on for Keep,
Individual Case Mim ¥ " Autowatically Automatically State Suspends cm A Kept on Books Prior  (lei W
Reports by NI WOTREr Sus?ends Terminates Claims According 0 Tergination Hore Than Requ!red
Me Mitomstically  Intervention Claim Clatm to Federal Regs. 1n Susgns‘lon Years 3 Years
Yes Yes No No No No No Indefinitely Law/Continued Pursuit
Arkansas Yes Yes No No Ho Ko Indefinitely Law/Continued Pursuit
Colorado Yes No Yes No Yes Yes Yes .
Yes Yes No Ko No No 6 b Continued Pursuit
o Yes No Ko No Ko 10,5% Continued Pursuit
Louisfans Yes Yes No Yes Yes Yes
H Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes
Nebraska Yes No Yes Mo No No No 6 Continued Pursuit
New Jersey®
lew Mexico Yes Yes Yes No No o 6 Mo Reason Given
North Carollna Yos Yes No Yes Yes Yes
Oregon Yes Ko Yes No No No Yes
Pennsylvania Yes Yes Yes Yes Yas Yes ‘
Sou CaroHna Yes No No No No Yes Mo >3 Law/Continued Pursuit
ota Yes Yes No r No No d No [ Leaw/Continued Pursuit
Tennessec Yes Yas } Yes No Yes No Indeftnitely Law/Continued Pursuit
W. Virginia Yes Yas Yes Yes Yes Yes
NOTES: BState regulations 1n Georgls proh sion of claims; however, there is a period of time (from 5 to 10 rs) from the date of establishment during which claims sre
kept in o separate active status prior to c11 W‘th for terwination, pe ( years) ™

brhe t1rst figure 1s for fraud, end the second figure 1s for nonfraud.

CKansas ts Tull statewide fmplementation of the rehensive Automated E19g1bi11ity and Ch1ld Support Enforcement Systes (CAECSES) by 1989; detaliled specifications of the clafas
ol TectIon capet 1 1L1e8 oF the Syorem are st e ear? L Ppo ystes ( ) by 1969; pec

Ievada's new sutownted system i3 lxrctod t0 be fully feplemented in 1989, and will include som aging features, such as automatic suspension and termination; the current system
reportedly contains mo cl Bins aging Tea

®New Jersey processes claims accounts mammally; the state automated system contains no aging festures.
fTn1s response 1s for nonfrsud clstms only.






